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				Preface

				Everyone who manages  a business spends time planning. Virtually everybody wants  to improve their business in some way or other and without planning it is unlikely to happen. How the planning is done varies widely. For many people the whole thing is very informal and unstructured. Planning may simply consist of lone musing or endless  discussions with a partner while trying to decide what needs to be done differently. Often, very little is actually written down – maybe  just a few notes of what needs to be done. It isn’t really a very efficient use of planning time  but  many  people  seem to get by on it.

				What happens when you decide that you need to borrow money? You will probably meet your bank manager or some other funder and soon get asked for a copy of your  business plan. A few scribbled notes on the back of an envelope will no longer suffice.

				WHY THE FUNDER WANTS TO SEE A PLAN

				The main concern of funders is that they will get their  money back. The most likely  way for that to happen is through the success of the business. From experience, funders know that businesses with well researched, clearly laid-out plans are more likely  to  be successful than businesses without. So you need a plan to convince the  funder that the project will work and the investment will be repaid.

				Viewers of the popular TV series Dragon’s Den will have seen at first hand how investors think. Most of the questions asked by the dragons refer to the business plan  for the project. They try to determine how well the project has been  researched, whether the team have the skills necessary for its success and whether the numbers add up. So you will need to understand your plan well enough to answer  any questions confidently and the best way to do that is to research and  write  it yourself.

				WHAT ELSE CAN A PLAN DO?

				Many people think that, when the funding has been achieved, the  plan  has done  its job. They put the plan on the shelf, then simply forget  about  it and get on with  running the business.

				If you do that you miss out on what is probably the best aid to successfully running a business there is. It will provide a guideline on what to do after you receive the investment to give yourself the best possible chance of being spectacularly successful. Spectacular success is unlikely to come to those who  haven’t  planned for it. It doesn’t  come  overnight either. This bookwill show you how to create realistic business objectives and cascade them down to personal objectives, so individuals know  what they have to do.

				Objectives should not be set in stone. Fortune telling has no place in planning: you never know what the future holds. Be prepared to review your results regularly and to 

			

			
				adapt objectives where necessary. Great leaders are great improvisers, but they always have a good plan to start with.

				So the prime purpose of your plan should be to help you achieve your dreams; to  help you take your business to where you really want it to be. Somewhat ironically, plans that have been written specifically to help owners achieve the results they desire are more likely to achieve funding successfully than those  written simply to raise  investment. The funder’s first concern is that  the project will be successful. A plan which  is clearly set out to achieve the desired results and form a blueprint for running the  business will be more likely to satisfy the funder.

				HOW TO USE THIS BOOK

				This book is set out in the order you should use to prepare and write your business plan rather than the layout of the plan itself. When creating your plan, some things  need to be completed before others can be started, whereas your reader wants everything presented as a logical story of your business. For example, your readers will  want the plan to start with an executive summary so that they can get a quick overall  picture, but you cannot write this until last.

				You may, however, not have the time to work through the step-by-step process of formulating a brilliant plan, but need a plan very quickly. Chapter 3 contains a sample  business plan which is intended as an example of what the final thing  may look  like. In desperate circumstances it could be used as the basis of a quick plan, but this is not an approach I would recommend. It is still vital that you get your numbers right. Make sure you read Chapter 16 carefully. An alternative method for a quick and dirty plan is  to use business plan software that asks you to fill in the gaps, but the approach is again not recommended. It leads towards a paper plan without due consideration of strategy.

				The book has been designed as a management development tool. Most sections have been written at three levels to make them appropriate to teams at all stages of their development. Level1 is aimed at people who have no experience of business planning and is the minimum needed to produce a professional plan. Level 3 is for  experienced planners and is intended to guide them into writing a plan equivalent to that  they would get by having a professional to do it for them. Having researched and written it themselves, however, will mean they both better understand it and more strongly identify with it. Resultantly this should facilitate its use as an ongoing business aid rather than something which looks pretty but sits on the shelf. Level 2 is our suggested intermediary path between the two extremes.

				However, it is your business and your plan.You choose at what level you wish to work for each section, depending on your business and your team’s experience. The whole concept is completely mix and match, so you can get a plan which is right for your stage of development. Used properly, business planning is one of the best business development tools there is. Year by year your team will grow in experience and also in confidence as they take your plan up through the levels, expanding your goals and

			

			
				working towards achieving them.

				As the planning skills of your team develop, you will possibly find that you are at level 1 in some aspects, and level 2 or level 3 in others. Teams develop fastest in the areas  in which they have the most expertise. As an example, a team of accountants would  probably start at level 3 in the financial aspects and possibly level 1 in the marketing  part. Conversely, a sophisticated marketing team may start at level 3 in the marketing part of the plan and Level 1 in finance.

				One word of warning: do not try to push yourself too fast. It is better to plan well at a lower level than to take on too much. You should try to up your game year by year,  but  this is better done in measured steps.

				Working at your comfort level in each part of the plan is vital. This  book is designed to be the essential reference point for teams at all the different levels of sophistication in their approach to management. It is suitable for the full range: from blue-chip corporations that want to become stronger to micro-businesses with big ideas.

				Each chapter contains worksheets to help you gather and analyse information. There  is also a business plan builder for each level to help you gather together what you  have discovered. When working at level 2 or 3, the material covered in the lower level(s) will generally be used, but only use the business plan builder of the  level  you  are  working at unless instructed otherwise. When you write the relevant part of the plan, don’t just copy the contents of the business plan builder and worksheets in, but try to make a story out  of it. If some of the information doesn’t look very relevant there is no need  to include it.

				The principal aim of this book is to help you crystallise your dreams for the business and produce a plan that will help you achieve the results you want.This approach will also help you raise the necessary finance.

				If you have any questions, catch up with the blog: http://www.phct.co.uk/blog/.  

				Templates are available at the website.

				

			

		

	
		
			
				Deciding What Your Business Plan is For

				You have probably picked up this book because someone has asked you for a business plan. On the other hand, you may have heard that businesses with formally written plans generally make a lot more profit than ones without.

				Whatever your main reason for writing a plan is, you will probably find that there are  secondary uses you want to put it to. In each case it is essential that you first clarify what exactly the purpose is and who the reader is going to be. Different readers have  different priorities and will focus on different aspects of the plan. Just to produce one  plan and then simply give a copy to whomever needs it will probably be unsuccessful. A better idea is to produce a version of the plan aimed specifically at the reader who  needs it. We are not  talking about different plans, but essentially different versions of  the same basic plan.

				Each plan must still be a true representation of your business. They will all be basically the same plan, but tweaked to give them a different focus; whatever will make it most likely to bring about the desired response from that reader.

				EXTERNAL PLANS

				These are produced for readers who are external to the business. They would generally include the main business objectives but not the detailed tactical plans that are essential to successful implementation. Too much detail would probably bog the plan  down in the eyes of a professional but you still need to be able to answer any questions about its implementation. There is always the risk that a plan will get into the hands of a competitor. Don’t give away business secrets or include sensitive information. Funders will generally ask for specific information they need. On the other hand, don’t get paranoid and hold back information that should be included. That can result  in rejection out of hand.

				INTERNAL PLANS

				These are produced for various people inside the business. They are commonly used  to communicate to the workforce what the organisation is planning to do, having more emphasis on how the plans will be implemented and less on sensitive information which the workforce is not privy to.

				In a larger organisation they are often used as an aid to securing the budget a unit  needs, and to obtain approval for what the management seeks to do.

				

			

			
				WHAT PLANS ARE COMMONLY USED FOR

				Potential Investor

				This is commonly a business angel, a venture capitalist or maybe someone you know  who is interested in investing in your business. The business plan is generally the  most important document on which they will base their decision. Essential supplementary documents such as trading accounts tend simply to support the business plan.

				Table 1.1 Common uses of plans
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				Potential investors understand that they are making a fairly high-risk investment and as compensation are looking for the opportunity of receiving high gains. An angel or venture capitalist will typically be looking for a 60% return on capital per annum. They  often look at an investment horizon of something like 5 years. A return of 60% a year  over five years will give an investor ten times the sum invested. If as an example £100,000 was invested they would expect to get £1 million after five years. They would  not generally expect to get any dividends during the five years as profits would probably be reinvested to maintain high growth.

				To satisfy a professional investor the plan would have to explain a plausible strategy  for achieving the necessary growth rate. If as the owner you do not want to pursue a high-growth strategy, seeking investment from angels or venture capitalists may not  be the right option for you.

				Venture capitalists are organisations that tend to focus on the larger (multi-million pound) investments, while angels are usually high net worth individuals who are usually looking at smaller investments, generally in the range of £20,000–£200,000. They  tend to have particular areas of interest. When you look at a list of investors, pay particular attention to the type of project they specialise in and their target amount of  investment. Only approach the ones who seem interested in what you do.

			

			
				As their main interest is growth, you will need to focus your plan on that, especially  the executive summary. Ensure your strategy backs up this expectation of high growth with strong market analysis. You will also need to demonstrate how you plan to build  capacity and resources to support the growth in sales.

				Investors expect shares in the business and this dilutes the ownership.

				Bank Manager

				More plans are probably written for the bank than anything else. Most businesses need the support of their bankers in some way or other. Whether it’s simply an overdraft facility that is needed to aid cash flow, or a fixed-period loan is required to fund capital expenditure, bank managers will generally  respond in the same way. They will want to see a business plan before approving the application.

				Bank managers only have one real concern. That is getting their money back. They  want a low-risk investment. They are always looking for security so that, if the business fails, they can still get their money back through the security. If the business is a limited company they will try to get the directors to make personal guarantees on the  borrowed amount. When the directors sign those guarantees they essentially lose the  benefit of limited liability, as the debt will become theirs in the event  of business failure.

				Bank managers prefer to see steady growth rather than high growth, as that carries  less risk. They like to see a business built  on solid  foundations, with evidence  of good  management and  steady  profits. The cash-flow forecast is very important to them as it will indicate the funding requirement of the business. You will need to demonstrate exactly how that funding requirement will be met. It may well be a combination of loans and investment from directors, a fixed-term bank loan and an overdraft.

				A plan for a bank manager needs to emphasise the solidarity of the business and   the low risk of the investment. It probably needs to be fairly conservative. You should be confident that the targets in it will be met. It is very easy to lose the support of your  friendly bank manager in subsequent years if a plan was seen to have been over-ambitious. If you’ve done better than forecasted, fine, but if you have failed to reach your targets you will then be regarded with suspicion.

				Business Purchaser

				A good business plan can help you get a better price for your business. A purchaser is buying the assets and the future profits. The key part of the business the buyer is not  getting is the current owner. The new owner is, however, probably going to inherit the  management team if there is one. If it can be demonstrated that the business will happily run without the input of the owner, it becomes more valuable.

				Emphasise the structure and systems that are in place and the relationships with  customers which are not owner focused. If you have a solid strategy for steadily growing the business, that should be explained.

				

				

			

			
				The financials are extremely important. The published accounts will probably be attached, but you will summarise the figures in the plan with possible explanations of performance. The forecast  should be a natural progression of past performance: if it’s not there had better be a good reason. If a business was seen to have the same turnover for the last three years, for example, a plan which showed a 10% growth on  the forecast would be regarded with great suspicion. Unless a very good reason for  the expected upturn was explained, all credibility could be lost.

				This plan can be called a sales memorandum. It would be similar to a standard business plan apart from certain key points:

				•‘Executive summary’ can be called ‘investment  proposal’. It should summarise what  you want the buyer to do, along with a description of the business and its main selling  points.

				•Do not include detailed strategy.

				•Do not include people plans.

				•Include the reason for selling.

				•Emphasise what a great opportunity the investment affords but do not go over the top. It’s very easy to lose credibility with over-optimistic forecasts.

				Bear in mind the fact that the reader is highly likely to be a current or future competitor who is just fishing. Don’t divulge any information that will be useful to a competitor until fairly late in the day. What you supply at first will not give buyers everything they  need, but you can hold preliminary discussions on price, etc., before providing additional information. At the same time there is a need not to be over-secretive. If something isn’t sensitive there is probably little point in holding it back.

				Potential Partner

				More and more businesses are seeing the benefit of strategic alliances. This involves  two or more organisations working together in a partnership. They may be from different parts of the supply chain or be direct competitors sharing resources. They may decide to share the investment in, say, a manufacturing plant for a new product, put  their own badges on identical products and then compete aggressively in the marketplace.

				Two businesses in the same field may have complementary strengths and together will become more than the sum of the parts. A strategic alliance often represents a much lower risk option than an acquisition, with each partner concentrating on what  they are good at.

				The plan will need to focus on the resources which the business is bringing to the table, emphasising the strengths of the firm which the other potential partner is lacking. Strategic alliances should not be dived into without adequate analysis and preparation.

				

			

			
				Tender Assessor

				Most government contracts tend to be put out to tender these days, and a good business plan can reinforce a submission. The reader is looking for evidence of a track  record and capability in the type of work described.

				The plan should emphasise the resources that are available in the business. Readers like to be able to see evidence of back-up availability and possibly the ability to apply additional resources in the event of problems and delays.

				Preparing tenders is very time consuming and a preliminary discussion will often determine whether or not you are actually in the frame. Once you know what is important to them, you can emphasise those resources in the plan.

				Grant Fund Holder

				Sometimes a business plan will be requested to support a grant application. The key issue is the objective of the grant. Many are designed to boost local employment;  many are designed to help the environment. Understand exactly what the aims are and focus on them. Estimate the number and type of jobs that will be created or protected, the amount of carbon emission that will be saved, the amount of landfill waste  that will be recycled, etc.These facets need to feature prominently, especially in the  executive summary.

				IMPROVING BUSINESS PERFORMANCE

				A good business plan will state the goals of the business and explain how they are going to be achieved. The business planning process determines the goals, develops  the strategy for achieving them and communicates the aims throughout the organisation.

				Through the process of cascading objectives, team meetings and staff appraisals, the whole process becomes dynamic and a fundamental element in the running of the business.The process is explained in detail in Chapter 12.
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